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Partnership on Trial in British Africa 


One of Africa’s most interesting and porten- 


tous experiments in nation-building and inter- 
racial relations has now been launched in 
Britain’s new colonial federation of Northern 
and Southern Rhodesia and Nyasaland. A 
constitution dedicated to an evolving partner- 
ship between the white settlers and the Afri- 
can population of the three territories is in 
operation; federal leaders committed to put- 
ting the concept into practice are in office 
after a clear-cut victory at the polls in mid 
December. 

If the experiment works—and its success is 
tar from assured in these early stages—it may 
provide a much-needed formula for blending 
the skills of European residents with political 
and economic advancement for the African 
in a pattern that has some promise of stable 
growth. If it fails, it will leave the continent 
caught between the increasing force of Afri- 
can nationalism and the apartheid policies of 
the neighboring Union of South Africa. The 
implications are therefore far-reaching. Fed 
eration is one of the several policies now being 
carried out in Africa, and it will have an 
impact on the whole vast region south of the 


Sahara with probable influence on the areas 


by William W. Wade 


administered by France, Belgium and Portu- 
gal, as well as those associated with the British 
Commonwealth. 

Central Aftica, or to give it its new official 
title, the “Federation of Rhodesia and Nyasa- 
land,” comprises an area of 478,249 square 
miles and has a population of 6,713,000. The 
region has seen considerable economic de- 
velopment since the end of World War II. 
Northern Rhodesia has almost doubled its 
copper production, taking undisputed place as 
the world’s third most important supplier ot 
the metal. Southern Rhodesia has more than 
doubled its output of coal, most of which goes 
to the copper belt for fuel in the smelting 
process. It also makes its own steel and is 
otherwise industrializing; its tobacco planta- 
tions have captured a large share of the dollar- 
short British market. A steady influx of white 
settlers, both from Europe and South Africa, 
has accompanied this economic activity. 
Southern Rhodesia now has a white popula- 
tion of almost 140,000, and Northern Rho- 
desia, 40,000; both figures are roughly twice 
what they were at the end of the war. 

Impetus for the federation proposals, under 


discussion for almost five years, came from 
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these white settlers. They negotiated 
with the BritisHi Colonial Office and 
shaped the decision. They constituted 
the overwhelming portion of the elec- 
torate—and the candidates—for the 
new Federal Assembly. Throughout 
it all, federation was opposed almost 
unanimously by articulate African 
sentiment in the territories. One Afri- 
can put it graphically when he said 
his people feared three things—“the 
lion, the leopard and_ federation.” 
And yet, if the plan works, it may 
bring great benefits to the African 
population. 


White Man's Plan 

The root of African opposition was 
the fact that leadership came from 
Southern Rhodesia, which has had 
European self-government and _ vir- 
tual freedom from Colonial Office 
control since 1923. Southern Rho- 
desia has a large area—almost half 
the total acreage—reserved for white 
settlement; African labor is controlled 
by “pass” laws similar to those in 
the Union. While Southern Rhode- 
sian Africans have the right to vote 
on the common elecioral roll if they 
meet property qualifications, relative- 
ly few meet the test and still fewer 
exercise their franchise. Africans in 
Northern Rhodesia and Nyasaland 
have wider land rights and freedom 
of movement and the valued protec- 
tion of the Colonial Office. Their 
opposition to federation arose from 
fears of jeopardizing these significant 
advantages. 


To help overcome these fears the 
new constitution left control of land 
policy to the three territorial govern- 
ments—that is, in the case of Nyasa- 


land and Northern Rhodesia, to the 
Colonial Office. In addition, a special 
committee in the Federal Assembly 
was charged with safeguarding Afri- 
can rights. 

The political alignment before the 
December election, however, did not 
allay distrust. On the one side were 
the European moderates who had 
pushed the proposal from the begin- 
ning—Sir Godfrey Huggins, the sep- 
tuagenarian surgeon who had been 
prime minister of Southern Rhodesia 
for 20 years, and Sir Roy Welensky, 
burly spokesman of the Northern 
Rhodesian settlers—with a newly 
formed Federal party advocating ra- 
cial partnership and seeking African 
as well as white supporters. On the 
other side was the Confederate party, 
built around a core of Southern Rho- 
desians who had opposed federation 
at a plebiscite last April. The Con- 
federates came out for the creation of 
separate black and white states, a 
theoretical policy similar to the apart- 
heid of the Nationalists in the Union 
of South Africa. The big question 
before the election was whether this 
program would appeal to the numer- 
ous Afrikaners who in recent years 
have come from the Union to work 
in the copper belt of Northern Rho- 
desia. 

At the polls on December 15 the 
Federal party and partnership scored 
a decisive victory, drawing 70 per- 
cent of the vote. Federalists won 24 
of the 26 seats allotted to elected 
Europeans in the 35-member Assem- 
bly. Only one Confederate achieved 
office. The 


from Lusaka, the capital of Northern 


other elected member, 


Rhodesia, was the leader of the small 


Progressive party favoring more ra- 
cial equality than the other European 
groups. The other nine members, 
some Europeans and some Africans, 
were either elected or appointed to 
represent African interests. Four of 
them are reported to be members of 
the Northern Rhodesian and Nyasa- 
land African Congresses, nationalist 
organizations increasingly vocal in 
the constitutional controversy. Two 
of the Southern Rhodesian African 
representatives won office on the Fed- 


eral party ticket. 


Tests Ahead 


Thus, while the partnership con- 
cept on which federation was found- 
ed is still mainly a promise, it is a 
strong promise. It faces tests not only 
in the central government itself but in 
the component territories. Northern 
Rhodesia, for instance, is in the midst 
of acquiring a new constitution, and 
Europeans have resisted a modest in- 
crease in African representation on 
the legislative council, even though 
it does not endanger the white ma- 
jority. Moreover, it remains to be 
seen how well the economic develop- 
ment that the federal system is ex- 
pected to foster will live up to expec- 
tations. 

Sut the overriding issue is whether 
the new arrangements as they are 
executed by the men on the spot will 
dispel the many tensions that make 
Atrica 
Rita Hinden of the Fabian Colonial 


an explosive continent. Dr. 


Jureau in an article in the Decem- 
ber 24 Manchester Guardian Weekly 
reviewed some of Britain’s current 
woes in Africa—including the per- 


(Continued on page 8) 





Published twice a month by the FOREIGN POLICY ASSOCIATION, INC., 345 E. 46th St., New York 17, n.v., 
COMMITTEE: J. BARTLET BREBNER ® HENRY STEELE COMMAGER ® JOHN MARSHALL ® PHILIP E. 


u.s.Aj. EDITORIAL ADVISORY 


MOSELY © MARGARET PARTON ® ANNA 


LORD STRAUSS © SUMNER WELLES. JOHN W. NASON, President; VERA MICHELES DEAN, Editor; NEAL sTANFORD, Washington Contributor; 


FELICE NOVICH, Assistant Editor. © The Foreign Policy Association contributes to public understanding by presenting a 


cross-section 


of views on world affairs. The Association as an organization takes no position on international issues. Any opinions expressed in its 
publications are those of the authors. * Subscription Rates: $4.00 a year; single copies 20 cents. Re-entered as second-class matter 


September 26, 1951 at the post office at New York, N.Y., under the Act of March 3, 1879. Please allow one month for change 


2 


ot iddre SS. 


Contents of this Buttetin may be reproduced with credit to the Foreign Policy Association. 


AEB 347 


Produced under union conditions and composed, printed and bound by union labor. 


Foreign Policy Bulletin * March |, 1954 


nt 


er- 





¥ WASHINGTON NEWSLETTER 


What Will Randall Report Achieve ? 
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There are three ways to look at the 
serious 17-man report on the coun- 
try’s foreign economic policy pre- 
pared by the Randall commission, 
headed by Clarence B. Randall, chair 
man of the board of the Inland Steel 
Company. One can examine its con- 
tents and conclusions; study its prem- 
ise and purpose; or anticipate its fu- 
ture. The first approach is the easiest 
and the commonest of the three; it 
is also in many ways the least im- 


portant. 


The contents of the report can be 
said to be relatively unimportant 
because (1) they have been stated 
before—and as well, if not better, by 
other studies; (2) they disclose the 
obvious—that a hard core of protec- 
tionist thinking still exists among 
Congressmen; and (3) they break no 
new ground either in approach or in 


proposed solutions. 


An important merit of the report 
is the twofold fact that it is the work 
of the Eisenhower Administration 
and that the commission is a creation 
ot a Republican Congress, whereas 
similar reports in the past have borne 
the imprint of Democratic Presidents 
This 


difference has not affected the char 


and Democratic Congresses. 
acter of the report, but it does point 
up the changed climate in which the 


Randall group worked. 


The conclusions of the majority of 
the Randall commission are those of 
every recent study of foreign eco 
nomic policy: the Reciprocal Trade 
Act must be continued and liberal- 
ized; tariff policies must be broad 
ened and rates lowered; world trade 
must be encouraged rather than re- 
stricted; and “Trade, not aid” should 
be the goal of the American foreign 


economic policy. These conelusions 
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are about as new as the automobile— 
and about as revolutionary for this 
day and age. 

The premise and purpose back of 
the creation of the Randall commis- 
sion are both interesting and impor- 
tant because they test the President’s 
theory that men of good will and 
unquestioned patriotism can always 
reach an agreement around a confer- 
ence table and because they challenge 
the assumption that a change of Ad- 
ministration automatically brings a 
basic change in policy. 

Prior to the Randall report Presi- 
dent Eisenhower had already learned 
through the Bricker battle over the 
treaty-making clauses of the Consti- 
tution that some positions are irrec- 
oncilable—that often there is a con- 
flict of substance that cannot be com- 


promised, 


Hard to Reconcile 
Irreconcilables 

The Bricker battle and the Randall 
report were no surprise to experi- 
enced politicians on the Hill or to 
trained executives in the government. 
3ut they were both a revelation to 
the President, who is new to political 
conflicts. Just as the Bricker battle dis- 
closed there could be no compromise 
on substance—only capitulation how- 
ever disguised—so the Randall report 
had made plain that (as one Wash- 
ington sage has put it) “it is impos- 
sible to work out a policy which at 
one and the same time opens and 
closes the American market, raises 
and lowers the tariff, expands Ameri- 
can exports and restricts American 
imports.” 

Just as the premise on which the 
Randall commission was created has 
evaporated under the stress of politi- 


cal realities, so has its purpose. The 


purpose was not so much to learn 
the facts of foreign economic life, 
already well known by government 
officials, as to try to get the intran- 
sigents in Congress (represented by 
Randall commission members Sena- 
tor Eugene D. Millikin and Repre- 
sentatives Daniel A. Reed and Rich- 
ard M. Simpson) to see the error of 
their views. Their dissents in the 
majority text and their minority re- 
port reveal the failure of that pur- 
pose. They not only did not accept 
the majority recommendations; they 
countered with their own contrary 


proposals. 


What of the future of the report? 
A sounding of congressional opinion, 
beyond the explicit criticisms of 
Messrs. Millikin, Reed and Simpson, 
indicates that (1) the report as a 
whole has no chance of acceptance; 
(2) the 
three-year extension of the Trade 


President will not get a 
Agreements Act but should be able 
to count on at least a year’s extension; 
(3) he has small chance of obtaining 
the right to reduce tariffs by another 
5 percent a year for three years; (4) 
there is little hope of getting the right 
to cut tariffs on specific items by 50 
percent; and (5) the same goes for lib- 
eralizing the present peril-point and 
escape-clause arrangements. What the 
Randall report points up is that con- 
gressional reaction to the reciprocal 
trade program is about what it al- 
ways has been; and any bid to liber- 
alize trading rules and tariff restric- 
tions will find the old protectionist 
group in Congress still fighting hard. 
This being an election year, there is 
more than normal opposition to any 
change in the tariff rules. 

Here, as in the Bricker battle, the 


(Continued on page 8) 
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FOREIGN POLICY SPOTLIGHT 





Berlin and the Future of Europe 











The key issue at the Big Four con- 
ference which opened in war-devas- 
tated Berlin on January 235 is officially 
the future of Germany and Austria. 
As the closely argued negotiations 
proceeded, however, it became clear 
that the key issue is the kind of Eu- 
rope which would emerge if and 
when Germany is unified and the 
occupying powers withdraw from 
German and Austrian soil. 

Will it be a Europe divided be- 
tween two powerful blocs, with a 
united Germany (or at least the Bonn 
Republic) firmly linked to the West 
through EDC or participatidn in 
NATO, and with Eastern Europe 
(perhaps still including Eas. Ger- 
many) welded with the U.S.S.R.? 
Or will it be a Europe from which 
the United States and possibly Brit- 
ain would be excluded, and the entire 
continent, West and East, would be 
meshed with the Soviet system? 

The three Western powers present- 
ed strong arguments for their posi- 
tion that Germany must be unified 
under a freely-elected government, 
that it should be given an oppor- 
tunity to rearm, and that its armed 
forces should be integrated into the 
proposed European Defense Com- 
munity. Secretary of State John Fos- 
ter Dulles, British Foreign Secretary 
Anthony Eden and French Foreign 
Minister Georges Bidault have made 
clear their belief that the Germans 
are now committed to peace and de- 
mocracy, that they cannot be pre- 
vented from rearming, and that a 
German military force will be least 
dangerous if it is placed under the 
control of EDC. 

Soviet Foreign Minister Molotov, 
for his part, has contended that the 
danger of revived militarism persists 
in West Germany, that it has been 


encouraged by the United States, and 
that a unified Germany must there- 
fore have only an armed force sufh- 
cient for defense and be barred from 
entering into military commitments 
with any of the victor powers. In the 
opinion of Western spokesmen a 
neutralized Germany would fall easy 
prey to the pressures of the U.S.S.R. 


Can the Germans Be Trusted? 


If Mr. Molotoy’s arguments are 
taken at face value and not as mere 
propaganda, then the Berlin debate 
revolves around two main questions: 
The first is, Can the Germans be 
trusted not to stage a new invasion 
of Eastern Europe and Russia? 

The Western powers have repeat- 
edly declared that they have no ag- 
gressive intentions toward Russia, 
and there is no reason to believe that 
they would attack Russia unless they 
are attacked. Is this also true of Ger- 
many? The contention of the West 
is that the Germans have undergone 
a genuine change but, that if this 
should not prove true, EDC would 
restrain any aggressive instincts they 
may develop. But can the West give 
Moscow a guarantee as to Germany’s 
future actions that would reassure 
the Kremlin? Or wouid the Kremlin 
be reassured only if it too had su- 
pervision of a new German army? 
Would this mean, as indicated in Mr. 
Molotov’s February 10 proposal, the 
creation under Russian sponsorship 
of a new European organization con- 
taining a unified Germany, France 
and the smaller countries of Western 
and Eastern Europe — but not the 
United States? Many Westerners (al- 
though not the veteran Churchill) 
assume that fear of a German milli- 
tary revival is either a figment of 
Moscow’s imagination or a crude 


propaganda device. Does this fear 
have any substance? Would we feel 
differently about Germany if it were 
our next-door neighbor? 


A New Balance of Power 


The second question at Berlin is 
the change in the balance of power 
that the unification of Germany and 
its military integration with the West 
would inevitably bring about in Eu- 
rope. The U.S.S.R., as the West prop- 
erly points out, has built up a vast 
bloc of its own, stretching from East 
Berlin to Peiping. The Western coali- 
tion, started after the Czech coup 
d'état and strengthened following the 
outbreak of the Korean war, is de- 
signed to counterbalance this bloc. So 
far, a divided Germany has seemed 
to cushion the conflicts between East 
and West. Would the military com- 
mitment of Germany to the West 
aggravate these conflicts and reduce 
the possibility of resolving such ques- 
tions as the atomic pool? 

The Berlin debate promises to be 
as significant in determining the 
shape of 20th century Europe as the 
Congress of Vienna of 1815 proved 
to be 140 years ago. Then, as now, 
a small group of great powers, while 
discussing the future of the aggressor 
of that time, France, actually set the 
mold in which the Continent lived 
for a century without a major war. 
But then, as now, beneath the surface 
of diplomatic negotiations explosive 
forces of nationalism and social un- 
rest were gathering which were to 
erupt in a series of revolutions from 
1830 to 1917. The world’s attention 
is focused on Berlin. But meanwhile 
the future of Europe is being deter- 
mined also in Paris and Rome, in 
Belgrade and Saigon. 

Vera Micneces Dean 
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by Ernest Stock 


New Phase 





in Israel 
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Mr. Stock has worked for many years in Israel as a news- 
paperman, both for the United Press and for the English- 
language Jerusalem Post. At present he is studying Israel- 
United States relations in Tel Aviv on a fellowship grant 


ir from the Ford Foundation. 

| _— 

; Tet Aviv—The flare-up of the smol- were—and still are—desperately anx- gates were opened to unrestricted 
dering Israeli-Arab conflictonanum- ious for peace, they insist that it immigration, it was assumed that the 
ber of fronts coincided in the past should come about on the basis of immigrants who were about to ar- 

few months with a considerable cool- the present status quo. The result rive, 700,000 strong, would follow 

’ ing off in relations between Israel has been what the then foreign min- the example set by the pioneers who 

‘ and the United States. ister, now the premier, Moshe Shar- had built up the country in the pre- 

* The climax in this development, tt, has called a “friendly wrestling vious decades. By selflessness and 

2 which had been slowly building up match” with the United States. willingness to sacrifice, it was hoped, 

Kd over the better part of 1953, came soseniaiiin tnateeiiitn tiie seid bata make it oo to create 

- on September 25, 1953, with the sus- a society—and an economy—which, 

st pension of American economic aid to Although Israel’s still shaky eco- while faced with a shortage of ma- 

li- Israel following that country’s refusal "omic position would seem to make terial ingredients, would have a sur- 

ip to stop work on the Jordan River ny such match, no matter how plus of idealism and will power. This 

ve hydroelectric project as ordered by friendly, an unequal struggle, certain assumption, although not entirely 

‘% the United Nations Truce Super- improvements over the past two years wrong, was not actually fulfilled; and 

" vision Chief, General Vagn Bennike f¢ beginning to be felt. These im- as a result the statesmen-visionaries 
“d of Denmark. This drastic measure, Prtovements have created a mood of who stood at the helm of the state 
ast rescinded on October 28, when Israel _Fetrained confidence in the country’s had to revise their plans. 
ay | advised the Security Council that it ability to hold its “— But let_us For one thing, the overwhelming 
est would temporarily stop work on the ©*amune the negative side of the bal- majority of the immigrants were not 
ice | disputed project, was regarded by the nce sheet first. ready for agricultural pioneering and 
- | Israelis as final evidence that the era The Arabs’ continued refusal to tended to flock to the cities. There 
{ of unconditional economic support make peace creates serious economic fac consequently been a shortage of 

be from the United States had come to _ problems. It forces Israel to maintain agricultural labor, and even the pros- 
he an end. a large army with up-to-date equip- perous older settlements find them- 
* The feeling that serious differences ent. For example, in order not tO ssiwes short-handed in the gual 
- of opinion with the United States fall behind in the arms race with its unemployment. The bulk of these im- 
w, were in the air had been crystallizing neighbors, Israel recently eagerly pur- migrants, moreover, were unskilled 
‘le in Israel ever since Secretary of State Chased for its air force some Gloster and penniless, so that the cost of ab- 
sor John Foster Dulles returned from his Meteor jets which the British had sorption has been exceptionally high. 
he tour of the Middle East early last Offered for sale. Although the exact - 

ed summer and gave a report of his im- amount of the military budget is Lack of New Capital 

ar. pressions to the American people. Secret, no secret is made of the fact Five years ago the Israelis firmly 

ace Mr. Dulles made it clear at that time that it represents a heavy strain on believed that the new state’s power 
ive that he believed peace between the 4” already overburdened economy. of attraction to Jews would be such 
un- Arabs and Israel could be attained Border unrest along the Jordan fron- as to cause an immediate influx of 
to only at the price of some concessions tier is bad for morale and is likely individuals and capital from the West 

om on the part of the latter, such as the deter foreign investment. And eco- which would help to provide the life- 
ion return of some of the Arab refugees nomic boycott of Israel by the Arabs blood for further stages of develop- 
rile to “territory now under Israeli con- continues to force the country to look ment. There are many reasons why 
ter | trol”—a phrase which caused a great for supplies as well as markets far this hope proved illusory. The fact 
in deal of disquietude among the Isra- afield instead of being able to turn remains that the present standstill in 

elis, who were determined to resist © its natural hinterland for both. immigration, although it may not 

. this approach. Although the Israelis When Israel was founded and its seem very serious to the outsider, is 

















a cause of anxiety for Israel’s leaders. 
Their plans, based on economic as 
well as strategic considerations, call 
for a population of 4 million within 
ten years, as against the current 1.6 
million, of whom almost 200,000 are 
Arabs. Yet there are no indications 
as to where the additional 2.4 million 
can come from. The Soviet Union 
and its satellites have so far refused 
to open their doors; the Jews of the 
West show no signs of desiring to 
emigrate. This absence of new settlers 
from the West has resulted in a lack 
of investment capital which the im- 
migrants from Germany brought 
with them in the 1930's. Private non- 
immigrant capital has also been very 
slow in arriving, in spite of special 
facilities granted to investors with 
respect to taxation and repatriation 
of profits. 

In view of all these factors it is 
hardly surprising that the country 
has not been able to overcome its 
adverse balance of trade. The nega- 
further in- 
crease in 1952 over 1951 (9 to 1, as 


tive balance showed a 


against 7 to 1). In the first nine 
months of 1953 there were signs that 
the gap was again narrowing some- 
what, but this was due as much to a 
reduction in consumption owing to 
loss of purchasing power and a de- 
cline in investment in the form of 
capital goods as to a rise in exports. 
The irreducible minimum require- 
ment in foreign currency needed to 
keep the economy going, exclusive 
of development, is now estimated at 
$200 million per year; exports, how- 
ever, amount to barely $40 million. 


So far this great gap has been 
bridged year after year through in- 
jections of “unearned” foreign cur- 
rency—estimated at more than $1 
billion all told since 1948. The bulk 
of these funds has come from the 
United States in the form of govern- 
ment grants-in-aid ($138 million ex- 
clusive of the 1952-53 grant), Export- 


Import Bank loans ($135 million), 
philanthropic funds raised by the 
Jewish community through such or- 
ganizations as the United Jewish Ap- 
peal, the Hadassah Women’s Zion- 
ist Organization and others, and the 
proceeds of Israel government bonds 
sold in the United States for eco- 
nomic development. Private foreign 
capital invested and gifts totaled 
$240 million. 

With the future of American gov- 
ernmental aid precariously in the 
balance and philanthropic contribu- 
tions bound to fall off, Israel realizes 
full well that the only answer lies 
in economic self-sufficiency. But the 
country has just been granted a 12- 
year breathing spell in which to 
achieve it, and this is the main rea- 
son its leaders are facing the prospect 
of the termination of American aid, 
and of possible prolonged conflict 
with the United States on the diplo- 
matic front, with relative equanimity. 
The deus ex machina responsible for 
this breathing spell is “German repa- 
rations.” 


Use of German Reparations 


The reparations agreement which 
was ratified by the Bonn parliament 
in March 1953 provides for the pay- 
ment of $775 million worth of goods 
by West Germany within 12 years as 
a collective atonement for the physi- 
cal and economic destruction suffered 
by the Jewish people at the hands of 
the Hitler regime. Orders for repara- 
tions goods are being placed with 
German firms by an Israeli Purchas- 
ing Mission with headquarters in 
Cologne, and initial shipments are 
expected in Haifa port during the 
summer. Deliveries will come to 
about $75 million during the first 
year, and this amount also represents 
the missing link in Israel’s foreign 
currency requirements during the 


period. 


The bitter internal controversy over 


the moral aspects of accepting repa- 
rations from Germany has now sub- 
sided, as it is generally realized that 
the the last 
chance for the country to become 


agreement represents 


self-supporting. There is consequent 
concern that these funds be used for 
the best possible investments in basic 
industry, communications and agri- 
culture to bring that goal within 
sight. At this stage no comprehensive 
over-all plan for the utilization of the 
funds has been adopted, the govern- 
ment having rejected a 12-year de- 
velopment plan drawn up by an 
American expert, Dr. Samuel Trone. 
Instead, policy is being laid down on 
an ad hoc basis by a Reparations 
Council composed of representatives 
of the government, industry and the 
general public. Goods will be sold by 
the government to private concerns, 
and the proceeds are to be set aside 
in a counterpart fund which is to pay 
for local expenses of development 
projects, such as labor, services and 
purchase of land. This counterpart 
fund, although voluntary, is similar 
to the mandatory fund which is an 
integral part of United States grant- 
in-aid agreements all over the world 
and which obliges the beneficiary 
governments to set aside local cur- 
rency in the amount of the funds 


granted. 


In spite of the best intentions, it 
is apparent even now that the Ger- 
man reparations funds will not be 
used in their entirety for capital and 
investment goods. As other sources 
of foreign currency dry up, the gov- 
ernment will be obliged from time 
to time to divert part of these funds 
for the purchase of raw materials for 
industry and of essential consumer 
goods; in fact the very first trans- 
action under the agreement involved 
the handing over of German sterling 
balances to pay for Israel’s current 
purchases of crude oil. This diver- 


sion of funds earmarked for long- 
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range development to the purchase 
of urgently needed consumer goods 
has also occurred in the case of the 
United States grants-in-aid, with the 
American Technical Cooperation 
Administration authorities having no 


alternative but to agree. 


On the whole, however, a great 
deal has been accomplished in the 
way of development. Outstanding are 
the irrigation schemes, which involve 
the large-scale storing of rain water 
in the water-rich north and its chan- 
neling to the parched but cultivable 
areas in the south; progress in the 
draining of the Hule swamps; the 
exploitation of phosphate and other 
mineral deposits in the Negev, which 
are rendering the country independ- 
ent of nitrogen fertilizer imports; the 
rehabilitation of the war-damaged 
Dead Sea potash works and the con- 
struction of a first-rate road to the 
southern end of the Dead Sea; and 
the founding of dozens of new agri- 


cultural settlements, which are now 


_ producing an abundance of vegeta 


bles and fruit. Preliminary tests dur 
ing the past year have sustained the 
hope that the Dead Sea region and 
other areas are potential sources ol 
oil, and several prospecting groups 


had been started by the end of 1953. 


"New Economic Policy’ 


Also on the positive side of the 
ledger is the partial success of the 
“New Economic Policy” initiated in 
1952 with the threefold purpose of 
(1) stopping inflation, which had 
reached alarming proportions as the 
cost-of-living index climbed from 
100 in 1951 to 181 within two years; 
(2) increasing productivity; and (3) 
stimulating exports. Among the anti 
inflationary measures used were re 
striction of credit, a 10 percent com 
pulsory loan on cash holdings, and 
a subsequent loan on property. Pro 
ductivity was to be raised by the 


abolition of the cost-plus system of 
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profits and by freer competition. The 
combination of lower prices and in- 
creased productivity, plus certain gov- 
ernment facilities to exporters, would, 
it was hoped, stimulate exports. An- 
other aspect of the program was a 
complex system of multiple exchange 
rates, which at last acknowledged 
that had 
pegged unrealistically high at $2.80 
and that this artificial rate produced 


the Israel pound been 


an enormous drain of foreign cur- 
rency. 

The new rates were $2.80, $1.40 
and $1.00 to the pound, with the 
latter the operative rate for most pur- 
poses. Today a fourth rate of 54 cents 
to the pound ($1.00 equals £I 1.80) 
is in effect, which comes close to the 
real purchasing power of the cur- 
rency. Only foodstuffs, fuel and 
medical supplies still enjoy a govern- 
ment subsidy, thus cushioning the 
rise in prices to the consumer. What 
happened, in other words, was a 
drastic devaluation of the pound by 
stages over a course of more than 
a year, and this method (the very 
word devaluation was scrupulously 
shunned) proved successful in avoid- 
ing some of the shocks to the econ- 
omy which usually accompany such 


measures, 


“New 


Policy” neither increased production 


Although the Economic 
nor stimulated exports to the extent 
that had been hoped for, its success 
in slowing down what threatened to 
become a runaway inflation had a 
life and 


morale. It restored local confidence 


tonic effect on economic 
in the pound. Not so desirable was 
that other concomitant of disinflation 

unemployment. Thousands of un- 
skilled new immigrants who had 
previously been employed in govern 
ment public works became jobless, 
since the new policy called for cur 
tailing such projects. A decline in 
the inflationary building boom threw 
construction laborers 


out of work, 


and the public’s lower purchasing 
power made for reduced output and 
fewer jobs in industry. The govern- 
ment, opposed to straight relief, is 
now reluctantly resorting to public 
works once again, but to avoid deficit 
financing an “unemployment loan” 
was levied on the taxpaying popula- 
tion. 

Another important plus in the 
over-all picture is the country’s con- 
tinued political stability. Although 
former Premier David Ben-Gurion’s 
resignation and retirement to the 
solitude of a Negev agricultural set- 
tlement brought with it a flurry of 
political bickering over the make-up 
of the new cabinet, the coalition be- 
tween the moderate Socialist Mapai 
party and the free-enterprise General 
Zionists emerged none the worse. 
While Ben-Gurion had earned the 
respect of friend and political foe 
alike as an outstanding leader, there 
is confidence that Mr. Sharett, too, 
will know how to preserve a high 


degree of internal unity. 
Confidence in Future 


To sum up: Israel at the beginning 
ot 1954 was determined not to agree 
to any “imposed” peace and con- 


tinued to insist on 


a peace treaty 
arrived at through direct negotiations 
with its Arab neighbors. Should the 
United States come forward with a 
plan for peace as part of an over-all 
solution for the problems of the Mid- 
dle East, Israel would oppose such a 
plan if it involved the return of Arab 
refugees, restriction of its sovereignty 
over new Jerusalem, or any other 
major territorial concessions. Differ- 
ences with the United States over 
these and other questions have caused 
Mean- 


a deterioration in relations. 


while, Israel’s economic position, 
though still high!y unfavorable by all 
common standards, shows promise of 
improvement, and the country has 


confidence in the future. This faith 














in its ability to survive and grow, 
unshaken after a period of economic 
hardship and disappointment on the 
political front, is perhaps Israel's 
greatest single asset today. 

READING SUGGESTIONS: Arab Refu- 
gees (Jerusalem White paper published 
by the Government of Israel, November, 
1953); Norman Bentwich, Israel (New 
York, McGraw-Hill, 1953); Facts and Fig- 
ures (New York, Israel Information Service, 
1953); Gerald de Gaury, The New State 
of Israel (New York, Praeger, 1952); Israel 
Government Yearbook, 1953-1954 (Jeru- 
salem, The Government Printer, 1953); 
Norman Lawrence, Israel—Jewish Popula- 
tion and Immigration (Washington, U.S. 
Government Printing Office, 1952); Hal 
Lehrman, Israel: The Beginning and To- 
morrow (New York, Sloane, 1951); Emil 
Lengyel, World Without End: The Middle 
East (New York, Day, 1953; includes a 

section on Israel). 


Wade 


(Continued from page 2) 
sistent Mau Mau terror in Kenya, the 
exile of a provincial king in Uganda 
and the constitutional struggle be- 
tween rival African political groups 
in Nigeria—and asked if they had a 
common cause. “If this question is 
to be answered in a word,” she wrote, 
“that word is fear... . It may be fear 
of the white man for the black, or 
the black man for the white, or one 


group of white men for another, or 


one group of black men for another. 


” 


But always the fear is there... . 

In such a situation—where thera- 
peutic action can scarcely come from 
afar—Americans are very much on 


the sidelines, despite our increasing 
economic and strategic interests in 
the region. They can only watch and 
try to understand the many com- 
plexities of Africa’s problems. 


(Mr. Wade, now engaged in public rela- 

tions work, is a former associate editor of 

Foreign Association 

writing frequently on British foreign and 

colonial policy. He served as a newspaper 

correspondent in London during and after 
World War II.) 


Policy publications, 


Newsletter 
(Continued from page 3) 


advocates of the status quo have the 
advantage. But here the President is 
not on the status quo side of the 
argument as he was in the Bricker 
debate. Here he is fighting for, not 
battling against, a change. In the 
military books the offense should 
have a two-to-one advantage over the 
defense if it is to be successful. In the 
Bricker battle the Senator could not 
muster the necessary two-thirds for 
his restricting proposal. In the tariff 
battle the President is not going to 
be able to muster the necessary mar- 
gin to get his liberalizing proposals 
approved. And just as Bricker ac- 
cepted a face-saving status quo in the 
end, so President Eisenhower can be 
counted on to accept a qualified 
status quo in the tariff issue. A deter- 
mined fight by the President was 
enough to assure defeat of the Brick- 
er plan; a determined fight by the 


White House is not going to be 
enough to insure victory for the Ran- 
dall commission’s trade views. 

Neat STANFORD 


FPA Bookshelf 


Books ON THE MuippLe East 


Seven Fallen Pillars: The Middle East from 
1945 to 1952, by Jon Kimche. New York. 
Praeger, 1953. $4.50. 

A British newspaperman, roving corre- 
spondent for Reuters in the Middle East, 
presents a highly critical analysis of British 
policy. The British, both Conservatives and 
Laborites, he contends, have signally failed 
to support reform movements in the Middle 
Eastern countries and to develop the ‘“‘new 
imperialism” based on aid to the Arab 
peoples which had been advocated by T. E. 
Lawrence. He raises the question whether 
the United States will succeed where Brit- 
ain failed, or will insist on mixing military 
commitments, oil and alliances against 
Russia with programs for the improvement 
of native welfare. 

What Price Israel, by Alfred Lilienthal. 
Chicago, Regnery, 1953. $3.95. 

An American of Jewish faith, recognizing 
the problems faced by Europe’s Jews as a 
result of nazism and anti-Semitism, ques- 
tions the creation of a Jewish state in Israel 
as the best solution of these problems and 
challenges political Zionism and its impact 
on American Judaism. 

Rebirth and Destiny of Israel, by David Ben 
Gurion. New York, Philosophical Library, 
1954. $10.00. 

The former first prime minister of Israel, 
David Ben Gurion, in a collection of many 
of his essays and addresses, conveys the 
spirit and the hopes of the people of Israel 
in their efforts to build a Jewish state. The 
book was edited and translated from the 
Hebrew under the supervision of Morde- 
khai Nurock. 

The Arab World: Past, Present, and Future, 
by Nejla Izzeddin. Chicago, Regnery, 
1953. $6.50. 

A history of the Arab world and its pres- 
ent struggle for unity by an Arab scholar. 
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